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NATIONAL POLICY AND ISSUES 


'JINGJ! GUANLI' ON DEVELOPMENT OF LIGHT INDUSTRY 





HK190654 Beijing JINGJI GUANLI in Chinese do 5, 15 May 81 pp 3-7 


[Article by Song Jiwen [1345 1323 2429!: “Speed Up the Development of Light 
Industry Centering on Readjustment") 


[Text] Since the 34 plenary session of the lith Central Committee, as the readjust~- 
ment and restructuring of the national economy have been unfolding step / step, 
party committees and people's governments at different levels have widely strength- 
ened their leadership over light industry and carried out the principle of the 

“six priorities,” thus bringing about a comparatively great development in the 

light industry production. 


(1) The Present Situation of Light Industry. 


1. Light industry production and construction has registered a comparatively high 
growth. The total output value of light industry in 1980 was 96.1 billion yuan, 

an increase of 14.3 percent over 1979. The estimated export value of light industry 
reached $4 billion, an increase of 18.3 percent over 1979. The actual tax revenue 
was about 21.0 billion yuan, an increase of 7.7 percent over 1979. Capital con- 
struction completed for light industry amounted to 113.9 percent of the planned 
investment in the national budget. The production of equipment specially for 

light industry reached 130,000 tons, an increase of 22 percent over 1979. 


2. The growth of products in short supply was relatively high, thus supply to the 
markets improved. In 1980, the production of cigarettes, wine, small electric 
bulbs, bicycles and their spare parts, sewing machines and their spare parts, 
clocks and watches, leather, leather shoes, cloth shoes, garments, dry cells, 
glass products for daily use, ceramic ware for daily use, household electric 
appliances, and so on, all increased wore than 16 percent over 1979. Now, the 
shortages in market supply of printing and writing paper, detergents, plastic 
film for agricultural use, electric bulbs, batteries, iron pans, bowls, white 
spirit, milk powder, and so forth, have been eased. 


3. Product quality was improved and there are more types and varieties. The 
quality indices of 14 major products accessed by the department have risen in the 
last two vears. Last year, 1,300 high quality products, 600 more than in 1979, 
were recommended by different areas to enter national and departmental high quality 
product contests. In 1979 and 1980, 28 products won national gold medals, 70 











productsa won silver medals, and 815 were awarded departmental high quality product 
certificates. Last year, /,000 new products were successfully trial-produced, 


4, Production has been enhanced by conducting experiments of economic aya ion 
restructuring at selected points. In the last 2 years, notable effects wer 
achieved in some enterprises which have expanded the.r decisionmaking powers . 
pushed ahead with various forma of economic integration and regulation by market 
mechaniam, and in some enterprises under collective ownership which took back the 
responsibility for profits and losses from the state. 


5. There have been some new developments of science and technology, and education, 
Last year, in the whole country, 1,331 scientific and technological results 
achieved in the last 3} years were recommended to the departments for awards. Of 
these, 671 items won prizes after assesement, and 279 have been adopted in indus- 
trial production. As Light industry education has recovered and developed, the 
number of students enrolled in tnstitutions of higher learning and technical 
secondary echoois has doubled over 1977, and the education quality has shown 
relatively great improvement as well. 


However, since both a serious imbalance vetween components of the national economy 
and the heavy tndustry economic structure have not been fundamentally changed, 
some new circumstances and contradictions are emerging while those old problems 
originally existing in light industry still remain, such as the contradiction 
between supply and demand, the shortage of productive forces and raw materials, 
the backwardness of technical equipment, the low efficiency of production adminis- 
tration and so on. In brief, the new problems we are facing can be summed up as 
follows: production has not been able to catch up with the growing social pur- 
chasing power, new imbalance of productive forces has emerged in some sectors, 
duplicate construction has been blindly promoted in the production of some products, 
and the problems concerning factory buildings, equipment, pollution, living 
quarters, and welfare facilities for staff and workers have become more and more 
serious in a lot of old enterprises. Moreover, with poor management, some enter- 
prises which neglected economic effect have achieved a very low accumulation rate 
and even suffered a long-term deficit. 





There are many causes for the above-mentioned problems, with the basic cause 
rooted in the mistake of “leftism." For example, as high indices of output value 
and production were the only things which were focused on, the problems of how to 
improve quality, increase varieties, and render the products more marketable 

were never dealt with conscienciously. The one-sicedness emerging in carrying 

out the slogan of “provinces and regions should rely on themselves for the supply 
of light (tndus.rial products” has encouraged blind development. Neither overall 
considerations and unified planning nor rational arrangements were made to facili- 
tate the production of small commodities. Therefore units were not appointed to 
carry out the plan, nor were production indices set up to direct production. 

This led to this poor long-standing situation: Without a firm footing, the produc- 
tion of small commodities was unstable and their variety were decreased. As not 
enough attention was paid to technical reform in the existing enterprises, much 
equipment remains rather out-dated. Besides, since the policy of making use of, 
restricting, and transforming capitalist industrial and commercial enterprises was 








being adopted to enterprises of collective ownership in town and country over a 
long period of time, the development of the collective economy has long been 
hampered, and so on, 


(2) The Guiding Principles and Goale of the Readjustment of Light Industry. 


1. The guiding principles of the readjustment of light industry. The inatructions 
from leading cadres of the State Counel! for the current readjustment of the 
national economy are as follows: there must be sufficient retreat in capital 
cometruction, so as to readjust the balance between accumulation and consumption 
to a reasonable extent; the readjustment of the national economic structure must 

be carried out, and the heavy industry structure turned into a light one, so that 
agriculture, light industry and heavy industry can be developed in a coordinated 
way; the barriers between departments must be eliminated and a unified readjust- 
ment must be carried out in che whole machinery industry. These guiding principles 
must be carried out in the readjustment of light industry. Not only the propor- 
tional relations between light industry and other sectors of the national economy 
but also the inner structure of light industry must go through readjustment, so 

as to Lay a solid foundation for light industry to keep on developing unceasing) ’. 
With a firm footing on the present basis, we must concentrate our limited capital 

on the technical reconstruction of the existing enterprises. We must make every 
effort to economize consumption and increase production, so as to fulfill the first 
priority of meeting the needs of the people's Livelihood and accelerating the 
development of light industry. We must try our best to accelerate the production 
speed in improving quality and lowering consumption, and to increase the production 
of marketable goods, while giving due consideration to economic effects. 


2. The goals of the readjustment of light industry. The first goal concerns 
quantity; we must make every effort to increase the production of those products 
that meet the needs of the markets and exports. As there are various trades of 
light tndustry and a great variety of products, we must set up different aims and 
requirements for each one in accordance with their raw material resources, present 
technical conditions, and the demand for them in domestic and international markets. 
Daily-necessity industry and food industry must be vigorously promoted. In the 
coming 5 years, measures must be taken to ensure the supply of those daily neces- 
sities for town and country people, such as matches, salt, garments, shoes and 
hats, electric bulbs, detergents, iron pans, bowl. , printing and writing paper, 
milk products, and so on. In the garment industry, we gust try our best to con- 
solidate and develop enterprises of collective ownership in town and country, 

and to improve basically in a couple of years the present situ cion of “it is 
difficult to buy either ready-made or custom-made garments" by solving the problem 
in directly supplying cloth. The production of durable consumer goods and common 
consumer products for daily use, such as bicycles, watches, sewing machines, 
household electric appliances, and so forth, must accord with the market demands; 
and shortage must be eased in a small number of products, such as sugar, furniture, 
beer, ox-leather shoes, paper for industrial use and newsprint, and so forth. 


The second goal is to make the improvement of product quality and the creation of 
famous brands a stressed aim. Every province and region must try its best to 
raise the grade of products, and is required to forward a number of new products 











to the market every year. In particular the major large and medium cities must 
shoulder the task of creating a few famous brand products. 


The third gal coneerns the recovery and development of the production of small 
commodities: this merits much attention. The production of any small commodity 
which has been stopped but is still in market demand must be resumed. In partic- 
ular the supply must be ensured of those commodities specially needed by minority 
nationalities, 


The fourth goal ts to eliminate deficits and increase profits. To fulfill this, 
all enterprises in various regions must make every effort to lower the costs by 
rectification. Operational deficits are to be eliminated this year or next. 


The fifth goal concerns improving the economic effect of capital construction. 

Due to the long construction cycle and the lagging behind of administration, the 
formation rate of capital construction fixed assets is at present lower than 70 
percent of the investment value. We must raise the proportion of the fixed assets 
which are put into operation to 80 percent of the investment value, by shortening 
the construction cycle and lowering project costs. 


(3) Take Effective Measures to Speed Up the Development of Light Industry Amid 
Readjustment. 


In order to accomplish the assigned task, meet the requirement of the light indus- 
try readjustment, promote light industry production in the course of -eadjustment, 
and guarantee the fulfillment or overfulfillment of light industrial production 
plans for this year, light industry departments and enterprises in various regions 
must make every effort to save consumption and increase production. They are 
required to conscientiously deal with the following 10 tasks: 


1. Readjust product structure and promote key products. As indicated by leading 
comrades of the State Council, the key to increasing financial income mainly lies 
in increasing the production of consumer goods, especially in increasing the 
purchase of several score products that are readily marketable. Considering the 
whole country, we must promote particularly the production of the following items: 
bicycles, sewing machines, clocks and watches, paper, salt, plastic, detergents, 
cigarettes, sugar, beer, leather and its products, furniture, household electric 
appliances, garments, handicraft and art products, and so on. These key products 
either have a great social demand, or are highly profitable, or can make a lot of 
foreign exchange. They help a lot in meeting the needs of the people's livelihood, 
withdrawing currency from circulation and increasing income. Different regions 
should make different arrangements according to their own situation. Some par- 
ticular cities such as Shanghai, Tianjin, Beijing and other light industry-inten- 
sive cities, should devote more efforts to promoting key products. 


To stress promoting key products by no means implies that other products can be 
neglected. The shortage of commodities needed for the people's daily life, either 
big or small, will cause inconveniences in some way or other. Taking lessons 

from all the past economic restructurings and system reforms when small commodities 
were always squeezed out, we are pushed to take measures to guarantee the steady 

















development of small commodity production. Those production bases of famous brand 
products and traditional small commodities should itn particular be protected from 
being squeezed out. The production of commodities that are specially made to meet 
the needs of minority nationalities must be earnestly ensured as well, 


2. Improve the quality of products and increase varieties. The key to meeting 
the people's needs and expanding exports lies in promoting quality and diversifying 
variety, actively tncreasing the proportion of high and medium-grade products, 

and expanding the production of those solid and durable goods which are widely 
needed by 800 million peasants. First, we must vigorously promote famous brand 
products, and hence push ahead with the improvement of quality in the whole trade. 
To create famous brands needs extensive mobilization both on a nationwide and 
regional scale. Only by creating a vast variety of big and small famous brand 
products can light industry be developed in a down-to-earth manner. 


Second, we must devote major efforts to developing new products by batch process. 
The new products which are to be promoted must be marketable, with the price kept 
low and the quality high. Product design and new product development must be 
strengthened, and technological reserve must be built up as well. 


Third, further unfold the assessment of high-quality products, and work out a 
high-quality product development program. While upholding the quality assessment 
activities, we should improve the assessing procedure. High-quality products 
have to go through an assessment rej ularly, or be disqualified if they failed to 
be continually selected. 


Fourth, strengthen the setting of product quality standards, by establishing and 
strengthening product quality inspection centers, and developing quality inspection 
supervision. 


Fifth, strengthen overall quality con:rol and technical basic work, so as to provide 
a solid guarantee for the improvement of product quality. 


3. Give full play to the existing enterprises and make every effort to raise the 
economic effect. The 60,000 and more light industrial enterprises we have in the 
whole country at present form the basis for promoting production. The full func- 
tioning of these existing enterprises demands a neat rectification of the enter- 
prises, a proper readjustment of leading groups, the establishment and amplifica- 
tion of rules and regulations, and the strengthening of various basic work in the 
enterprises. Moreover, we must take good care of three other jobs on this basis. 


First, carry cut in » planned way technical reforms and equipment renewal. We 
must take care to get rid of the one-sided tendency of paying attention to the 
construction of new plants while neglecting the operation of old ones. We must 
renovate dilapidated buildings and add necessary labor protection and welfare 
facilities according to the order of importance and urgency and in a planned way. 
From now on, light industry machinery sectors should serve capital construction 
as well as help old enterprises in process of tapping latent power, restructuring 
and transformation. 




















Second, organize well the training of cadres, staf’ and workers. We must continue 
to organize study classes for leading cadres of provinces, cities, departments, 
bureaus and major enterprises: on the other hand, we must systematically provide 
various forms of rotational training fo: leading cadres of young and middle-age, 
technical staff, and leading ~ tires at different levels above enterprise section 
chiet. We must also promote as soon as possible the training of young staff 
members. 


Thire, regularize economic accounting and improve operation and a.ministration. 

The bookkeeping and economic accounting of enterprises must be conscientiously 
strengthene!, Enterprises suffering from operational deficits are strictly 
required to make up for cheir losses with surpluses. Collective enterprises mist 
take over \ne responsibility for deficits and profits from the state according 

to the plan. By tightening the control on energy, we must ensure saving 3 percent 
of electricity, 4 percent of coal, and 5 percent of oil this year according to 

the state requirement. At present, we must also rectify production order, straighten 
out labor discipline, promote safe operation, and get rid of those evil practices 
such as responsible personnel being absent, terrible waste and haphazard issue 

of bonuses and welfare allowances. The amount of bonus awarded must correspond 

to the overfulfillment of norms; no more egalitarianist practices can be tolerated, 
and the regulations concerned set by the central authorities must be strictly 
observed. 


4. Handle properly the relationship between readjustment and reform. As readjust- 
ment ana reform supplement each other, all reforms that are favorable to readjust- 
ment should be upheld, with their results being consolidated and developed. By 

the way, a small number .f new reforms must be put into experiment at appointed 
places step by step and under control. 


First, continue to promote experiments in expanding decisionmaking powers that 
have already started in some appointed enterprises. We must formulate some 
methods by conscientiously summing up experiences from practices there. Most 
capital owned by enterprises t'« selves should be used to develop production and 
properly increase collective we fare, with only a small part of it used for bonus. 
The light industrial department. and bureaus concerned have to help to correct 
mistakes in some enterprises in decisionmaking power ex: ansion which did not 
employ capital properly. 


Second, further grasp regulation by planning mechanism under planning guidance. 
First of all, we must try to make industry and commerce well-linked together. In 
order to do so, we must analyze and study the reasons in cases where industry 
and commerce do not link each other well, and solve them in down-to-earth manner 
according to different circumstances. At the same time, self-sale by industrial 
enterprises must be well promoted with various existing forms of self-sale being 
adopted. What should nut be forgotten is that the price policy set by the state 
must always be strictly executed in implementing self-sales. Sales units under 
light industry departments should promote joint sales and sale on commission 
within the orbit of serving enterprises. They should open as many channels and 
maintain as few links in the sales chain as possible. Market investigation and 
forecast should also be promoted. 














Third, push ahead with integration. The integration of the existing enterprises 
may breed new productive forces, and thus speed up the development of light indus- 
try. This should start first among light industrial sectors based on the principle 
of voluntary participation, mutual benefit and proceeding from above to velow. 
Various forma of ‘tegration can also be adopred outside light industry. At 
present, we should concentrate on integration within cities; that between town 

and country, industry and agriculture; and also that between regions, and between 
departments. 


Fourth, go ahead with the industrial reorganization according to the principle 

of coordination between specialized enterprises. Light industrial departments 

of all ievels should center on different trades or products, and actively trial- 
organize specialized companies of enterprtises nature or general plants according 
to the principle of coordinetion among specialized departments, and that of economy 
and rationality. By accumulating experiences through the experiments, conditions 
for industry reorganization are created. The departments concerned must try their 
best to organize great production coordination amorg the manufacturers of bicycles 
of the three famous brands Phoenix, Everlasting, and Flying Pigeon, in cooperation 
with Shanghai and Tianjin under wnified planning. 


Fifth, those irrational reeulations of administration, forms of operation, methods 
of profit distribution, and so on, must be reformed according to the characteristics 
of collective economy, so that collective enterprises can be operated better. 
Nevertheless, the existing administration setups should not be removed or merged 
haphaza.dly. 


5. Handle well the supply of raw materials. First, in the production of those 
major raw materials of agriculture, such as tobacco, sugar crops, which are under 
the control of the national plan, agricultural departments are absolutely required 
to carry out centralized planting and administration, and ensure the supply with 
quality and quantity guaranteed, under the direction of the relevant policies 
already clarified by the central authorities, and according to the quantity and 
quality standards specified by industrial production. As for those raw materials 
such as fruit and vegetables which are not under the control of the national plan, 
agricultural departments are requested to fix the limits, quantities and grades 

»f supolies in the form of long-term economic contracts. 


Second, all those raw materials distributed in a unified way to enterprises 
subordinate to the No 2 light industry system for accomplishing the assigned tasks 
must be kept u..er the control of the national and regional plans of distribution, 
as is done in state-run enterprises. 


Third, for metal and non-metal raw materials of industry, light industry departments 
of all levels must provide on their own initiative information about quantity, 
specification, quality and so forth, which are required for production, to heavy 
industry and chemical industry departments concerned, so that their needs can be 
fulfilled by the efforts of the latter in the course of readjustment. 


Fourth, minimize the intermediate links of the raw material supply chain. For 
example, direct supply of raw materials to the garment industry has already been 
wholly or partly realized in 12 provinces throughout the country, and has achieved 
good results. 











At present, there are om the one hand shortcomings in the supply of raw materials. 
For example, there are shortages of tobacco, timber, plate glass, resin, wood 
plate, strip steel, sodium carbonate, and so on: on the other, there is still waste. 
Therefore, we Must strengthen the control of materials to lower consumption, while 
practising economy and substitution so as to seek increase in production. 


6. Extensively open the production channels, and expand the production of light 
industry. im feet, there are a lot of channels for light industrial production: 
some resources which should have been exploited are left idle, and some production 
which can be expanded has experterced no change. For example, the purchase amount 
of giscellaneous bones and fragmentary skins could be increased by 200,000 tons by 
appropriately raising the purchasing price. This could be turned into 20,000 tons 
of edible galatine which would be worth $100 million. There are many cases like 
that. 


/. Expand the export of light industrial products by strengthening unity of 
industry and trade. In combination with the readjustment, we must continue to 
steadily and appropriately promote experiments in industry-trade joint operations 
at appointed places. Unity between industry and trade should be carried out in 
both ways, from below te above and from above to below, but mainly in the former. 
The two approved experiments of industry-trade joint operation at the Shanghai 
Toy Company and the Beijing Arts and Crafts Company must be carried out conscien- 
tiously. We hope those provinces and cities where conditions are available will 
try to organize unification around an area or a certain product chosen, and do 
authorized experiments of direct import-export with foreign countries. 


8. Readjust capital construction and improve investment effect. Capital construc- 
tion in Light industry has to experience readjustment too. The fund for various 
light industry construction must be allocated in a unified manner and employed in 

a rational way. All projects under construction with a total investment of over 

| million yuan, no matcer how the funds have been raised, must be reviewed according 
to their subordinate relations. For projects under construction, we must see that 
the "five implementations” of construction conditions are well carried out. With 
the strictness of plans reiterated, no new project content is allowed to be added 
to expand the scale of construction. In attaching great importance to investment 
effects, our chief aim is to complete construction, to put projects into operation, 
and to achieve results early. 


9. Strengthen scientific and technological research and educational work. Invest- 
ment in scientific and technological research and education must be appropriately 
increased so that the development can be speeded up and wore qualified personnel 
can be trained. Those institutes of higher learning subordinate to the departments 
should shift their focus to solving the shortage of school buildings and replenishing 
themselves with teaching staff and instruments. On the other hand, technical 
secondary schools must be strengthened and improved. The existing scientific 
research units must be strengthened selectively. This can be done by increasing 
scientific research personnel and research means, improving the working and living 
conditions of research fellows, readjusting scientific research institutes and 
projects, actively working out technical and economic policies for different 
trades, promoting the application of scientific research results, ind futhermore, 
preparing for the export of techniques. 











10, Get rid of blind developments and assign responsibility of administration to 
departments concerned, At present, some light industry enterprises are competing 
for faw materials with large plants, These enterprises, producing ample-supply 
and womarketabie goods, have been suffering from deficita over a iong period and 
thus should not continue, Therefore, in the course of readjustment, the policy 
of “closing, suspending, merging and shifting to other work" should be carried out 
on them, with the etress on “merging and shifting." 


From now on, in order to prevent blind development and duplicate constructions, 
firet, we must assign responsibilities of adminietration to departments concerned 
according to different trades and levela, The conatruction of any new enterprise 
ie eublect to the agreement of light tndustry administrative departwente at 
provincial level and the approval of planning commissions, economic committees, 
and industrial and commercial adminiatrative departments at the same level. No 
conatruction of new enterprises may be started without approval. 


Second, unified tax rate, principle of loan granting, and price policy should be 
applied equally to producta of a same kind, 


Third, some raw material producing regions can build no plant. The raw materiale 
left after completing the state-aseigne’ export plan may be delivered to Shanghai, 
Tianjin, Beijing and other cities where light industry is centralized, to be 
processed there. The finished products are to be sent back to the original places, 
or the profit gained from the products is to be shared by them. By and large, 

the raw material producing regions should get their due share of benefit. 


(4) Strengther Ideological and Political Work. 


To promote light industry by readjustment is a very arduous and complicated task. 
Only by conscientiously strengthening ideological and political work, and turning 
the tasks and requirements of light industry into the conscious acte of the broad 
masees of cadres and workers, can we ensure the steady and healthy development of 
light industrial production. The leading comrades at different levels of light 
industry departments and enterprises must conscientiously study the important 
documents of the central work conference so as to keep their acts politically 
consistent with the party central comm cee. They should never deviate from the 
principles and policies set by the central authorities and act on their own will 
in allocating jobs. They should consciously restrain themselves and resolutely 
give privcity to the whole sicuation in dealing with whatever is regionally 
practicable but irration.l for the whole. In slowed down or suspended units, 
work must be done to set people's mind at rest, and various problems have to be 
solved properly. We must work hard to achieve unity among those enterprises which 
have ‘ust been merged and shifted to other production, to foster mutual understanding 
and accommodation between both sides. The ways of work must be improved in 
strengthening ideological educat'on for members of staff and workers. For the 
present, attention should be paid to stabilizing the leadership systems in enter- 
prises: the established leadership systems are not to be changed except in some 
individual units which have been appointed to carry out experiment. We must do 
our best, with a clear-cut stand, to do ideological and oolitical work and work 
concerning people, under the leadership of party committees in enterprises and by 








giving full play te trade unions, the CYL and women's organisations, Meanwhile, 
we must devote every effort te publicise and uphold the four basic principles, 

and solve in time any problem emerging in the thinking, work and daily life of 

the masses, We must also atrengthen education in revolutionary tradition, develop 
the glorious tradition and revolutionary spirit of our party, popularize advanced 
experiences and publicize the exemplary role of advanced individuals. 


In order to do 4 good job in the readjustment and development of light industry, 
leading cadres of Light industry departments must keep on studying new circum. 
stances and problema, and go right to the frontline to strengthen investigation 
and studies in a planned way, so that experiences can be summed up and practical 
measures taken to combine the solving of actual problema with ideological wor. 
Only in thie way can every task be done well. 


C80: 4006/414 
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FINANCE AND BANKING 


NEED TO TIGHTEN COST=CONTROL PROCEDURES STRESSED 
Beijing CAIWU YU KUALJI [FINANCE AND ACCOUNTING) in Chinese No 5, 1981 pp 1-3 


[Article by Zhang Ziyuan [1728 3419 0337): “Strengthening Cost Controle and In- 
creasing Profite") 


[Text] Continually improving the profite of enterprises provides a daily increase 
in profite for the nation and ie a primary source for the accumulation of funds 
for construction of the four modernizations. It is aleo a primary source for the 
gradual improvement of the material and cultural life of workers and staff. Im 
proving the profite of enterprises requires careful work on many fronts. Economiz- 
ing on production waste and lowering product coste is che most effective and direct 
path to improving profits. In general, under conditions of unchanging production 
scale, product structure, and sales price, the less the production waste, the lower 
the cost, and thus the more the profit. For this reason, strengthening cost con- 
trols and increasing profite are an important daily and long-term obligation of 
enterprises. 





From founding of the People's Republic up to the "Great Cultural Revolution,” ex- 
cept for the firet few years of the 1960's, product costes for our industrial enter- 
prises were relatively stable all along and exhibited a tendency to decline. Por 
every 100 yuan of sales income, the product cost stabilized at between 67 and 69 
yuan. From 1966 to the present, the product cost for industrial enterprises has 
been very unstable and has shown a tendency to rise. For every 100 yuan in sales 
income, the product cost has run between 70 and 75 yuan. This is to say that the 
present cost for industrial enterprises per 100 yuan of sales income has increased 
roughly 5 yuan compared with that prior to the "Great Cultural Revolution.” Calcu- 
lated in accordance with the extent of this increase and present production scale, 
the nation's annual income has been reduced sore than 10 billion yuan because of 
the increase in costs. This ie 4 great waste, but it aleo has very great poten- 
tial. In a further look at the unit cost of some major products, the problem is 
extremely prominent. A comparison of the unit costes of some major industrial 
products for 1979 with those in 1966 showr that pig iron unit cost increased 39 
percent, synthetic ammonia rose 29.8 percent, Liberation-model automobiles 7.2 
percent, sulphuric acid 33.2 percent, nitric acid 31 percent, 21-count yarn 13.7 
percent, and newsprint 9.5 percent. If a comparison is made between areas and 
enterprises, the difference in product cost for industrial enterprises is even 
greater. For example, the 1979 average unit cost for pig iron was 146.12 yuan; 
the lowest was 119.19 yuan, and the highest was 310 yuan. The average unit cost 
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for synthetic ammonia in 1979 waa 301.28 yuan, while the lowest was 128.17 yuan 
and the highest was 1,703 yuan. 


The above data show that product coste for our industrial enterprises today still 
show 4 great difference when compared with the past, no matter whether the com 
parison is by area or by enterprise. That difference is the potential, which can, 
with effort, be profit. At a time when we are in the midet of actively raising 
capital for @ strong socialist nation through the construction of the four modern- 
izations and for the gradual improvement of the workers’ lives, we must not over= 
look the fact that the accumulation of this capital plays a decisive role. One 
very important way to solve our current financial and economic difficulties is by 
changing waste into capital and potential into actual strength. 


Of course, rising coste with great disparity are created by multiple causes. Tap- 
ping the potential of lowering product cost and actually lowering product cost is 
not easily done and requires 4 great amount of arduous work. For example, the 
state raised part of the allotted prices for industrial goods and part of the pur- 
chase prices of agricultural and sideline production products; in a planned way, 
the state made arrangements for the number of youths awaiting employment, effect- 
ing an increase in labor productivity. Owing to a serious imbalance in national 
economic apportionment, to an ineufficient supply of resources and materials, to a 
corresponding portion of unfulfilled production obligations, and to an unreasonable 
Original distribution of some enterprises, etc., there will be an increase, in vary- 
ing degrees, in business costs and expenses. Solution of these problems requires 
4 vast adjustment of the national economy, and it requires time. However, we must 
clearly see, speaking from a general viewpoint, that the most direct, most impor- 
tant, and most widespread causes affecting the rise in business production costs 
were the influence of the economic destruction and disruption of the "Great Cul- 
tural Revolution” and of Lin Biao and the “gang of four,” and the influence of 
leftist errors in economics. This greatly weakened economic accounting and cost 
control in business. This is an important problem which we must expend every ef- 
fort to solve. 


In what ways have cost controle been weakened? I personally feel that this is 
maniferced primarily in the following several areas. 


1. The basic work of cost control has been weakened. Cost control is the nucleus 
of fiscal control for business. It touches all aspects of business control and is 
especially detailed and complicated. With a weakened basis, it is very difficult 
to implement cost control. At present, there are numerous businesses which lack 
rational, progressive quotas in raw material consumption, man-hour utilization, 
equipment utilization, tool/fixture consumption, expenditures, and other areas. 
Some quotas have not been promptly revised to accompany change conditions. Sev- 
eral years of consistency exist in name only. Strict and accurate quality con- 
trole and the necessary warehouse transit procedures are lacking for raw materials, 
semifinished products, spare parts, and finished products. The various original 
records and statistical data in the process of production management are very in- 
complete. An accurate basic and tight scientific method for the accounting of 
product costes is lacking. It may be high or low, now up and now down. A sys- 
tematic, total analytical comparison of cost data is also lacking. There is no 
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idea what is going on. Under these conditions, it ia not possible to accurately 
aesese cost work, seek out existing problema, mobilize the masses to economize on 
production consumption, or lower product coate. 


2. Lax fiscal discipline and random apportionment of costa are relatively common 
occurrences, Some businesses do not atrictly implement atate regulations regard- 
ing costes. They force into production coste expenses which have absolutely nothing 
to do with production, or expenses which should be in basic construction capital 

or other special funds, thus seizing estate income. Some businesses willfully in- 
crease expense criteria, expand the scope of expenses, and increase cost expenses. 
Although euch circumstances are in the minority, their influence on cost control 

is great and they should be rectified. 


3. The ideology of a heartily struggling, hardworking, thriftily run business has 
been diluted. The phenomenon of there being a number of businesses which are ex- 
travagant, treat friends to gifte, are wasteful, and freely spend state funds is 
very deserving of attention. Instances of going to the mountains on excursions 

in the name of studying progressive experiences, sending gifts to friends and giv- 
ing reciprocal products as gifte in the name of cooperation, and using state funds 
to give excessive rewards, subsidies, and material objects in the name of concern 
for the welfare of the workers are being discovered all the time. If the above 
unhealthy tendencies are not resolutely checked, there can be no discussion of cost 
controls. 


4. Im recent years, state cost controls for businesses have been relaxed. There 
are no strict requirements for businesses to enact and regularly revise various 
technical and economic quotas, and to use this as a starting point for strengthen- 
ing cost controls. There are no requirements for businesses to draw feasible cost 
plans and to submit them to responsible departments for examination. There also 
are no systematic inspections or analytical comparisons of the cost situation of 
businesses. In sum, there is some laxness as concerns cost control for businesses. 


ors is a developing socialist nation with a poor foundation. If our nation is to 
tradually strengthen, if the material and cultural lives of the people are grad- 
ually to improve, one very important aspect is that economic accounting and cost 
controls must be greatly strengthened for businesses, and effective measures must 
be required and adopted, in order to assist businesses in lowering product costs 
and raising the level of profits. At present, yearly product costs and commercial 
circulation costs for our state-run businesses are over 100 billion yuan. If this 
can be lowered by 1 percent, a savings of over 1 billion yuan can be realized. A 
decrease of 2 percent would be equal to the state treasury bonds issued this year. 
Of course, increasing cost controle will require a lot of effort and expend a bit 
of time to be done properly. However, no matter the difficulties, this must be 
done. Setting forth from the current state of our cost controls, I feel the fol- 
lowing several tasks must be given special emphasis. 


1. There must be improved understanding of the work of increasing cost controls. 
As an indicator, cost is just like profit. It reflects a composite of the entire 
production management activities of a business. It uses monetary patterns to give 
a comprehensive reflection of the levels of consumption of an enterprise's produc- 
tion management activities. Specifically, the height of a business’ costs reflects 

















its capacity tor competition and the level of control. It reflects the economic 
efticiency of the business and the sige of ite contribution to the aation. A well- 
run business must embrace cost control, The actual experience of mny businesses 
verifies that costs decrease and profite increase when cost control is embraced, 
whereas coste increase and profits drop, even to the point of incurring losses, 
when cost control ia not practiced. Of course, cost control is but one part of the 
management tasks of 4 business and cannot be properly carried out without planning 
control, production control, technology control, quality control, materials con- 
trol, and labor control, However, precisely because cost control is so closely 
related to the other aspects of control and is a comprehensive control, by imple- 
menting cost controls we can spot flawa in the other aspects of control, and thus 
we can take measures for improvement. Thus, it plays a role in promoting and 
invigorating the improvement of other controle. It is not acceptable to be t!e 
leader of a business and not embrace economic accounting and cost controls. Some 
comrades feel that if only efforte are expended to improve production and quality, 
costes will naturally decrease, and no time will need to be spent on cost control. 
This is an erroneous interpretation. If production rises and quality increases, 
product costs may fall, but this is only a possibility, because if only production 
and quality are stressed while consumption is not controlled and the level of costes 
is ignored, it is also possible that production expenses will be greater than the 
value of the product. If euch a situation exiecs, the enterprise's production does 
not create wealth but rather consumes public wealth. This, of course, will not 
accumulate capital for the nation. This situation is not unheard of in real life. 
Even if the situation whereby production costs are greater than product value does 
not exist, this does not mean that business does not have further potential for 
lowering costs, nor should cost controls be relaxed. Some business leaders feel 
that cost control is a matter for financial departments, and that if financial de- 
partments would only make calculations and report the figures on time, then that 
would be enough. This also is an erroneous interpretation. Although economic ac- 
counting and cost control are the responsibility of financial departments, they 
involve every office and shop of the business and cannot be properly carried out 
without the support and emphasis of the plant leadership or the cooperation of 
every office and shop. For this reason, if cost controls are to be strengthened 
and profits increased, firet of all the etaff, and especially the leadership, of 
the business must have an improved understanding of such work. 


2. Efforts must be made to strengthen the basis for cost controls. Cost control 
and cost accounting are detailed, complicated tasks. Strengthening cost controls 
and implementing cost accounting requires that a sound basis be solidly constructed. 
First, the economic controllers, engineering technic! ns, and laborers must be 
mobilized to establish sound technical and economic quotas, such as consumption 
quotas for materials, fuel, and force; Labor manhour quotas; equipment quotas; ex- 
pense quotas; etc. The quotas must be established. The quotas cannot be constant 
once established. They must be revised regularly as conditions change. Second, 

a strict s.atistical and measurement system must be established. All production 
management activities should be strictly measured. There can be no estimates or 
muddled computations. This is not only a prerequisite for an exact accounting of 
costs but also a necessary requirement for the proper functioning of production 
control, technology control, and quality control. Third, a system of economic 
responsibility and original records must be established for all of the business's 
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economic activities, Methods of filling in, signing, tranamitting, and compiling 
Original records should be eatab.ished for each of the different economic activi- 
ties. Fourth, a cost accounting system which is adaptable to businesses with dif- 
ferent scales and production organizations must be established, with unified regu- 
lations for the compilation of cost expenses and the coordination and calculation 
of costs. Only if the aforementioned foundations are well laid can cost control be 
put on 4 normal track, 


3. The formuletion of cost methods should be hastened. In order to strengthen 
coat controls tor businesses, enforce financial and economic discipline, and 
atabilize fiscal income, to facilitate cost analysis between localities, indus- 
tries, and businesses, and to emulate, learn from, catch u» with, help, and in 
turn surpass each other, it is necessary to summarize expe: aces on the basis of 
the current individual reguletions pertaining to cost controi, and it is necessary 
for the state to enact unified, relatively complete cost methods suitable to the 
actual conditions of our businesses. It should clearly regulate the scope of busi- 
nesses’ cost expenses, and should strengthen basic cost control principles, cost 
accounting methods, and state requirements for businesses to check on costs, etc. 
With this « art, favorable conditions for the strengthening of business cost con- 
trols can be supplied, 


4. A policy-level contingent proficient in financial knowledge of cost control 
matters should be gradually nurtured. The strengthening of cost controls requires 
a corresponding increase in the level of control knowledge on the part of the busi- 
ness and the business's financial department personnel. It is difficult to meet 
the requirements of the work with the quantity and quality of current financial 
personnel. This is a very obvious problem. It is known that, among the financial 
personnel in many businesses, there are not very many comrades who are fairly 
familiar with the nation's basic requirements as regards cost control, who are 
capable of drawing up and analyzing cost report forms, or who are capable of using 
cost analysis to make proposals to lower costs and increase profits, or of playing 
the role of staff assistant to leaders. There are a fair number of financial 
workers who have not received specialized training. For this reason, if the rela- 
tively backward state of our financial control is to be changed, great efforts 
must be made to train financial personnel. All levels of financial departments 
and responsible business departments should formulate plans to adopt various 

types of training for financial personnel, allowing them to gradually attain the 
level of accountant, high-level accountant, economist, and high-level economist 
through study of professional theory of comparative systems and through training 
obtained in actual practice. Only in this manner can there be considerable pro- 
gress in economic accounting and cost control for our businesses suitable to the 
requirements of construction of the four modernizations. 


9795 
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FINANCE AND BANKING 


BRIEFS 


JILIN COLLECTIVE ENTERPRISES--People's banks in Jilin Province have granted loans 

to collective enterprises and individual service shops. By the end of June, the 
province had granted 18 million yuan in loans to 760 collective commercial enter- 
prises run by educated youths. Some 21,000 people are employed by these enter- 
prises. The province granted 174,000 yuan to 38) individual service shops employing 
600 people. [SK210259 Changchun Jilin Provincial Service in Mandarin 2200 GMT 

20 Jul 81) 


CSO: 4006/415 
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ENBKGY 


ENGINEERING APPROACH TO NUCLEAR POWER SITE CONSTRUCTION 


Beijing SHUIWENDIZHI GONGCHENGDIZHI [HYDROGEOLOGY AND ENGINEERING GEOLOGY) in 
Chinese No 2, 15 Mar 81 pp 8-10 


[Article by Wang Demin [3769 1795 3046] of the Power Construction Bureau of the 
Ministry of Power] 


[Text] Nuclear power stations are now an important way to develop new energy in 
various nations. The building of nuclear power stations in our country is being 
planned and studied. Because the system is large in scale, its standardized 
character is strong, its stability requirements are high, and it requires con- 
tinuous operation, the building structure and the requirements for safe operation 
must be sufficiently assured. This article is a preliminary discussion of the 
special engineering geological requirements related to the building of a nuclear 
power station, in order to serve as a reference for future study and determina- 
tion of rational principles in surveying. 


I. The Role and Function of Geological Conditions in the Building of a Nu ‘ear 
Power Station 


In selecting the site of a nuclear powerplant, we must consider the suitability 
of natural conditions and we must study the effects of the nuclear power station 
upon the surrounding environment after it is built. Therefore, hydrogeology and 


engineering geology play a very important role. 


Since the 1950's, when the world's first nuclear power station was built, over 

200 have entered into production. Viewing the experience, everyone has studied 

the problem of geological tectonics, seismic geology, soil and rock types of the 
sites, and the characteristics of underground water. A majority of the problems 
are problems of regional stability and engineering geology of the earthquake re- 
sistance of the site. Experience shows that earthquake damage is determined not 
only by the intensity of the earthquake, the material properties of the building 
materials, and structural characteristics, but also to a large degree by the con- 


ditions of engineering geology. 


In building a avclear power station, we must determine whether large area ground 
surface destruction will occur in the building area under the ©« -verest earthquake 
that may possibly occur, including swelling, settling, slanting, sliding, lique- 
faction of sand and soil, collapse of melted caverns, creeping of deep faults, 
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and dislocation of shallow faults, All faulte that may endanger the structure of 
the reactor and the lines that supply the cooling water must be studied. 


In carrying out seismological studies for each nuclear power station, two impor- 
tant design indicators must be determined: i.e., the “safe shutdown earthquake" 
(abbreviated SSE) and the “operation basis earthquake" (abbreviated OBE) and their 
corresponding maximum ground surface acceleration. They are defined as follows: 


"Safe shutdown earthquake" (SSE) is the maximum seismic violence that the area of 
the nuclear powerplant may encounter in its operating life. It has a relatively 
emall probability in seismic activity but a high intensity. This means that dur- 
ing this maximum seismic ground surface activity, the reactor can safely stop 
operating and can maintain a safe, inactive state. Its prerequisite is the eval- 
uation of the greatest destructive earthquake that may occur in the region, and 

it combines the consideration of the seismic effects upon the site of the building 
and the foundation. Of course, it is the highest standard for the antiearthquake 
design of the reactor, and it is an important factor in the decision as to whether 
to invest in the nuclear powerplant. 


"Operation basis earthquake" (OBE) is tie earthquake with the greatest probability 
of occurrence during the operating life of the nuclear power station, or the earth- 
quake that may occur frequently within a smaller area of the power station site. 
Because the period of recurrence is short, the intensity is small, but the fre- 
quency is great, any consideration must include whether the powerplant can con- 
tinue to operate after several earthquakes and after safe shutdown inspection. 
Therefore it is the lowest standard for the antiearthquake design of the reactor. 
Generally, the OBE used is one scale lower than the SSE; i.e., the corresponding 
maximum ground surface acceleration is about half of the SSE. 





Because consideration must be given to safe operation and design and investment 
when selecting the plant site, environmentally a “safety island" must be selected 
and the intensity of SSE and the maximum acceleration (a___) value of the corres- 
ponding ground surface movement of the site must be determined. Therefore, studies 
of the historical patterns and characteristics of seismic activity based on geo- 
logical conditions within a relatively large area--including a study of the 
probability of seismic activity, and geological background studies of space, time, 
and intensity--must be conducted, the information must be converted into statis- 
tics and analyzed, and inferences must be made. 


As to the environmental requirements of the site of the nuclear powerplant: ordi- 
nary reactors have a diameter of only about 40 meters, but considering the reac- 
tor's requirement for stability, generally the history and the present seismic 
activity of the area within a radius of 320 kilometers (200 miles) from the plant 
site are studied, and the underground crustal structure 10 to 30 kilometers or 
even deeper beneath the plant site is considered. As to the intensity of seismic 
activity, we must consider the possibility of all earthquakes of 33 that may 
occur in the future and their greatest danger intensity value. Faults are di- 
vided into seismic faults, active faults, and capable faults to indicate the dif- 
ference in degree of danger. At the same time, the regional seismic fault activ- 
ity period is divided into a period of 35,000 years during which ground surface 
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displacement and dislocation occurred once, and a period of the past 500,000 
years during which dislocations occurred repeatedly. 


The foundation of the nuclear powerplant muet have a high weight-bearing capacity, 
and it must be even and simple. The strength of the foundation must not, be less 
than 50 tons/m*, and differential settling generally not larger than me Noh This 
is limited by the control rods of the reactor, which require that the ’ lead 
be lifted and dropped vertically. For the foundation of a reactor about 40 meters 
in d‘ameter, the allowable swelling and settling are about 2 millimeters. Because 
dynamic stabilit, is required, the antiearthquake design of the nuclear power sta- 
tion structure ‘| be analyzed dynamically to consider the comprehensive effect 
of horizontal an. vertical seismic motion of the ground surface, so as to analyze 
the possibility of shear, torsion, and slanting forces acting upon the structure. 
Therefore the coordinated and common interaction of the foundation and the base 
must be considered. In addition, we also need to emphasize the study of the pos- 
sibility of damage to the long pipes of the water supply system that are buried 
by shear forces. In studying the overall planar plan, we need to understand the 
actual spread and position of rifts and their nature, and to understand the archi- 
tectural functions of the vertical and horizontal profiles of the foundation, in 
order to determine how deep to bury the base. The depth requirements in the 
foundation surveys should be h¢ + 1.5D during the stage of planning and selecting 
the plant site. During the engineering stage and the selection of the plant site, 
they should generally be h¢ + 3D (where he is the depth of burial of the founda- 
tion, and D is the diameter of the reactor). 


Because the nuclear power station uses a large quantity of cooling water, each 
100,000 kilowatts generally requires 6 to 7 m’/second, and a definite quantity of 
fresh water is needed. Coastal plant sites generally use seawater for cooling. 
Inland plant sites can use ground surface water for cooling, and underground water 
can also serve as a source of cooling water, but this is used mostly as supple- 
mentary water for industry and living. In addition, we need to study the ground 
surface body of water or pollution of underground water that may be created by 
drainage of water from the nuclear plant, so that necessary preventive and protec- 
tive measures can be taken. 


The effect of man's engineering activity upon the stability of the plant site and 
upon safe operation should also be noted and studied. 


It is generally believed that among the various factors related to the nuclear 
powerplant, the proportions of the various factors are as follows: structural 
breaking constitutes 25 percent; earthquake, 20 percent; conditions relating to 
the foundation, 20 percent; hydrogeology, 10 percent; hazard to the public due to 
mining, 12.5 percent; and public hazard due to oil exploitation, 12.5 percent. 
Therefore, the hydrogeological and engineering geological work related to the 
nuclear power station is very important. The scope and precision of the surveys 
must be broad and strict. 


Il. Discussion of Several Problems Concerning Selection of the Nuclear Powerplant 
Site 


(1) Analysis of the stability of the region of the plant site 
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Because man's record of earthquakes covers only th short period since the Qua- 
ternary Period, it theretore 1s necessary to emphasize the study of the charac- 
teristics of modern crustal activity and the pattern of seismic activity. Atten- 
tion must be paid to the rifts with an accumulation of high energy in active 
rifts, 


In addition, we must grasp the study of the earthquake-bearing tectonic stress 
field to evaluate rift-related earthquakes and the conditions whereby earthquakes 


are induced within the area, Although creeping-type active rifts do not possess 
seismic conditions, they may bring about shear damage to the reactor and its water 
supply lines during operation. Therefore they should be avoided in the general 


design, or corresponding measures should be taken. 
(LL) Safe shutdown earthquake and antiearthquake analysis of the site 


At present, the concept of “contracted life theory" and the concepts of “proba- 
bility" all have their shortcomings. The former refers to the consideration of 
repeated occurrence of the most severe earthquakes that have occurred in history 
within the area under study at a point nearest the plant site over all rift zones 
that, as best we can predict, may produce earthquakes, generally called “controlled 
earthquakes," in order to find a set of intensities that affect the plant site and 
to determine the SSE of the plant site therefrom. The main drawback of the con- 
cept is that it does not consider whether the point of “controlied earthquakes" 
contains conditions that will produce earthquakes, nor [does it provide) the rate 
of repetition of earthquakes. The latter is the calculation of the effects of 
different rates of repetition of earthquakes upon the plant site, using mathe- 
matical statistics of earthquakes that have occurred in history. It considers the 
intensities of "SSE" and "OBE" to determine the plant site. But because of the 
great difference in man's understanding of the conditions that produce earthquakes 
and the objectivity of the patterns of seismic activity, serious shortcomings exist 
in theory and in weasures. At present, many problems are still in an exploratory 
Stage. Therefore, at present, the nations of the world mostly use lower than 0.lg 
in studying and determining the maximum acceleration — of ground surface motion 
for SSE intensity when they build nuclear powerplants. 


As to the historical record of earthquakes, our nation has a historical record of 
several thousand years of earthquakes. A rich store of information has been ac- 
cumulated, and in recent years several relatively calm and active periods and 
periodic transformation characteristics have been summarized. Although the his- 
tory of the records varies in length of time, and the classification of the his- 
torical stages is not consistent, such records do have practical meaning in plan- 
ning the distribution of nuclear power stations. 


In determining the SSE intensity in making an antiearthquake analysis of the site, 
we must rly on an analysis of historical seismological information and emphasize 
the differences in seismic effects on the site. The key is to investigate accu- 
rately whether an active fault possesses properties for producing earthquakes, 

the dangerous positions, the time of seismic activity, and ihe seismic intensity, 
and to study the relationship between the plant site and the effects of the in- 
tensity of the most dangerous earthquake upon the site in the future, as well as 
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the intensity and the temporal and apatial patterns of the danger of seismic activ- 
ity surrounding the plant site. For this, we must study the parameters of seismic 
scale, depth of seismic origin, attenuation coefficients, and the maximum intensity 
during an earthquake, and combine actual measurements and analysis of the dynamic 
characteristics of the foundation soil of the site and the reaction spectrum of 
ground surface movement. In addition, we must estimite the degree of danger of 
various unstable physical and geological phenomena near the site under the action 
of seismic load, so as to increase the degree of operational safety of the nuclear 


powerplant. 


(IIT) Main topic of the engineering geological survey for the plant site, and sug- 
gestions 


1. The problem of the range and depth of the survey 


Viewing the data on strong earthquakes of M 2 6 that have occurred in some of our 
nation's provinces (cities), we see that the distribution of destructive earth- 
quakes is very uneven. Therefore, in planning the construction of nuclear power 
stations, the scope of the studies is also different. In regions of strong inten- 
sity and high frequency, the scope of study should be appropriately enlarged, such 
as to a radius of 320 kilometers. In regions where the intensity is weak and the 
frequency is low, the scope can be appropriately smaller, such as a radtus of 250 
kilometers. At the same time, in determining the scope of the study, considera- 
tion must be given to any seismic activity within the life of the nuclear station, 
on the basis of the trend of transformation between the calm and active periods of 
seismic activity of the region and the seismic and geological characteristics of 
the locality. 


In studying earthquakes, emphasis should be placed on clearly checking the boundary 
conditions of the seismic tectonic region and the tectonic system that controls 
earthquakes in that region. 


Concerning the depth to be studied, it is generally believed that rift faulting 
occurs mostly in the upper part of the earth's crust, but seldom at depths below 
the Mohorovicic discontinuity. For example, in the eastern part of our country, 
the thickness of the earth's crust averages for the most part about 34 to 40 kilo 
meters. Therefore, when the depth is less than 30 kilometers, seismic faulting 
can bring about the danger that shear forces will cause damage to the reactor 
structure that lies across it or to the water supply system. Therefore, the study 
of active rifts and displacement should emphasize a rift-cutting depth of 10 to 
30 kilometers. There are a few large-area rifts, such as our nation's eastern 
Tan-Lu rift zone, the Taihangshan front rift zone, central China's western Sichuan, 
and the north-south belt of Yunnan, which all have a depth extending below the 
Mohcrovicic discontinuity. To avoid damage, studies to such depths is absolutely 
necessary fur any nuclear powerplant sites nearby. 


2. Suggestions concerning the principle and method of surveying 


(1) Engineering geology during the planning and plant selection phase 
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Because surveying for pliant sites hes a broad scope and involves large depths, it 
is not possible to do the wrk on site tyvom the beginning. Therefore, this phase 
should be divided into an indoor stage and a field work stage. 












in the first stage, emphasis should be placed on indoor comprehensive analysis of 
regional geology and seismic data. <A preliminary report analyzing the stability 
of the region should be written on this basis. A plan for preselection should be 
proposed, and field survey duties should be drafted. 










The second stage is to plan engineering geological studies of the planned plant 
site. 








The main task is to carry out field surveys for the preliminary plan of prese .ec- 
tion by combining points and iloes and by studying clearly the characteristics of 
active rifts in the region, the characteristics of the geology of the Quaternary 
Period, and underground water activity (if che region is a coastal region, studies 
should include islanis, sea floor tectonics, and modern sedimentation within the 
ocean zone). In certain regions where activity hes indicated hidden rifts and 
regions ot abnormal gravity and magnetism, a typical section must be selected and 
actual measurements taken there to supp/ement and prove the earlier work. An 
appropriate locality should be selected for taking a definite amount of stress 
Measurements ‘n order to provide data on present stress and its direction at that 
locality. The data .re then used as ceferences for selective double-checking of 
the history of earthquakes and the tectouic background relationships that are 
extremely ° portant to engineering. 














(2) Engineering geological studies during the engineering and plant selection 
phase 











This phase concentrates mainly on speciaiized surveys and experimental studies 

of the site. On tne Lasis of the work of the first phase, in-depth studies should 
be carried out to examine the site and the neighboring regions of seismically ac- 
tive rifts, including the rate of activity, deformation characteristics, the state 
of energy accumulation, and trends for turther study of the main shock, related 
seismic activity, induced earthquo™’-, and conditions of the field of influence. 
Then, the necessary surveys must i carried out of the preparatory region of the 
site in order to investigate cleariy the distribution, the thickness of the loose 
sediments and conditions of the base rock and conditions of underground water, 
and any unfavorable physical and geological phenomena. The engineering geological 
units for building the plant should be marked; the stability, strength, and defor- 
mation characteristics of the site and the foundation should be evaluated; and 
furthermore the maximum acceleration, velocity, displacement, vibration cycles, 
amplitude, and such characteristics of the reaction spectrum of ground surface 
motion should all be actually measured by experimental methods. The physical and 
mechanicai properties of the rock and soil of the foundation should be measured, 
the dynamic characteristics of the speed of propagation of longitudinal and trans- 
versal waves of the elastic waves through the various types of rocks should be 
studied, and the dynamic characteristic curves of the foundation and the site, as 
well as graphic forecasts of the effects of intensity, should be drawn. The de- 
mands of the parameters of safety analysis calculations and the design needs for 












building the plant must be satiafied by measuring the resonance frequency of the 
soil and the modulus of shear forces, ae well as by providing the values of the 

modulue of elasticity and the modulue of shear forces. Thus, nuclear powerplant 
surveys have their own particular requirements and com rehensive characteriaticsa 
from atart to fintah, 


Finally, it should be pointed out that because of the intellectual limitations of 
the author and the limited grasp of information, mistakes and inappropriate pointe 
are wnavoidable. Criticiam is welcome, and gratitude is expressed to authors of 
reference materials, 
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ADVANTAGES OF RURAL FNERGY CONSERVATION STRESSED 
Nanjing XINHUA RIBAO in Chinese 11 May 61 p 1 


[Article by "Staff Commentator": “Rural Energy Conservation Has Great Potential") 


[Text] Energy conservation is a pressing current task and a long-term strategic 
task. Electricity and petroleum products are important strategic commodities of 
the country, and effective conservation of electricity and petroleum are an impor- 
tant aspect of implementing the policy of readjustment. Rural use of electricity 
and petroleum is spread over a wide area and is large in scale, and there is 
immense potential for conservation. The masses of rural cadres and commune 
members should strive to conserve these energy sources and to achieve optimum 
economic resulte with the least energy consumption. 


Conservation of rural electricity and petroleum first requires that it be taken 
seriously by leadership at all levels. Ase the rural collective economy has 
expanded and matured, the number of agricultural machines in this province has 
increased greatly in recent years, with the total motive power already amounting 
to 15.15 million horsepower, including more than 11 million HP in internal com- 
bustion engines. ‘ihe diesel fuel consumed each year amounts to 60 percent of the 
total quantity supplied on the market provincewide. In 1980 rural electricity use 
increased to 3.5 billion kWh, about a tenth of the total rural energy use nation- 
wide. In the last 2 years, as a result of joint efforts by the electrical and 
petroleum supply and agricultural machinery management departments and the broad 
masses of rural cadres and commune members, considerable achievements have been 
made in conservation of electricity and petroleum, but the supply shortfall and 
the potential for conservation are still great. Leadership personnel at all 
levels must be thoroughly aware of this circumetance and must not one-sidedly 
concern themselves with output figures without considering costs and energy con- 


sumption. 


There is great potential for electricity and petroleum conservation in the country- 
side. This province's standard for average energy consumption per mu in tractor 
operation has already been decreased from the 1978 figure of over 1 kg to a 1980 
figure of 0.83 kg, but it still exceeds the national standard by 10 percent. Con- 
sumption of diesel oil and engine oil in agricultural drainage, irrigation and 
other activities is still too high everywhere, and there are grave cases of waste. 
The amount of electrical power wasted provincewide is also quite shocking. Wasted 
power accounts for about 10 percent of total rural power consumption every year, 
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more than WO million kilewatt-heurs, or 4 loses of about 21 million yuan, If this 
electrical power were used in industrial preduction it could increase output 

value by more than 900 million yuan, Wow can we turn a blind eye to such great 
waste of so© precious an energy resource’ 


The main cause of rural energy waste is lax management, extensive inefficient 
energy consumption, poor operating condition of power lines and rural agricultural 
equipment, and serious losses and leakage of electricity and petroleum products, 
fome low voltage power lines built, maintained and used by communes have many 
obstacles along their pathe, and the insulation has deteriorated, so that wire 
with broken ineulation rubs against tree branches and bamboos and large amounts of 
electricity runs down through them into the ground and ie lost, Some communes’ 
tractors have serious oj] leaks so that they “leave a trail when moving and a 
puddle when standing.” Accordingly we must conscientiously intensify our manage~ 
ment and take a multisided approach to energy and petroleum products conservation, 
Petroleum products should be subject to a centralized quantitative planned supply. 
Brigades and productivn teamea must set up 4 petroleum products manapement system 
and see to it that the products are used in planned fashion, that all products are 
accounted for, and that procedures are followed when products are received or 
dispensed, and that there are standard unit consumption figures. In particular, 
management of agricultural machinery should be intensified and an energetic effort 
made to improve the operating condition of the equipment. The escalating agri- 
cultural equipment and electrical irrigation and drainage system care and mainten~- 
ance competition centered on the “three leak preventions, four cleans and one good 
condition” and regular comparison and assesement should be combined with un- 
acheduled epot checks to encourage the development of continual care and minten- 
ance. In combination with awards for the “five fixed" in agricultural production 
and with individual machine accounting, petroleum use quota commitments and awards 
proportional to conservation should be instituted and inefficient fuel consumption 
resolutely reduced. In rural electrical consumption, economic operational manage~- 
ment and consumption mamgement should be intensified and communes and brigades 
using electricity should be mobilized to self-reliantly repair substandard power 
lines, lighting lines and residential wiring. Electricity for drainage and irri- 
gation is an important part of rural electricity consumption, and an effective 
effort must be mde to assure that full sete of pumps are available, that the 
ditch system is fully usable, and that a system of scientific water use and water 
conservation are instituted and kept in good order so as to save water and elec- 
tricity and decrease agricultural costs. 





Vigorously popularizing innovations in electrical and petroleum products conserva- 
tion is an important task in decreasing their consumption. Innovations which can 
overcome certain glaring types of energy waste through simple technical itmprove- 
ments should be actively promoted. Mass activity related te electricit) -saving 

and petroleum-saving technical innovations should be actively supported and innova- 
tions which have been favorably assessed should be put into extensive use. 


While making a conscientious effort in rural energy conservation, we must also make 
a success of agricultural energy-related construction, vigorously develop methane 
production and thoroughly utilize wind power, biological power and solar power. If 
we are effective in both opening up new sources and in conservation, the problem of 
rural energy shortages can be rather well solved. 
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MINERAL RESOURCES 


BRIEF. 


JILIN GOLD MINE~-Banke in Yanbian Korean Autonomous Prefecture, Jilin Province, 
support gold production. In the first 6 monthe of 1981, 5 of the 12 prefectural 
gold mines produced 6,596 liang of gold, an increase of 36.5 percent over the 
corresponding 1980 period. Prefectural banks granted a loan of 740,000 yuan to 

5 gold © nee to help them increase equipment and expand production capacity. The 
Antu People's Bank aleo released 350,000 yuan of short-term loans to support 2 


larger gold mines. [S8K1972252 Changchun Jilin Provincial Service in Mandarin 1100 
GMT 18 Jul 81) 


CSO: 4006/415 
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INDUSTRY 


ANHUL INDUSTRIAL OUTPUT--By the end of June, output of 37 major industrial products 
in Anhui, including cotton yarn, cotton cloth, cigarettes, alcoholic beverages, 
coal, crude oil processing, rolled steel, coke, iron pyrites, synthetic amonia 

and window glasea, fulfilled or overfulfilled the first half year's estate plans. 
Output of 28 products increased by a fairly large margin over the same period 

last year. Among these, the output of bicycles, sewing machines, television sets, 
cigarettes, synthetic detergent and so forth increased by more than 20 percent 
over the same period last year. The output value of light industry showed an 
increase of 6.58 percent over the same period last year. [0W200635 Hefei Anhui 
Provincial Service in Mandarin 1100 GMT 14 Jul 81) 


LiAONING INDUSTRIAL OUTPUT--In the first 6 months of 1981, Dandong Municipality, 
Liaoning Province, successfully fulfilled its industrial production plan. Its 
output value came to 1,420,900,000 yuan, a 12 percent increase over the corre- 
sponding 1980 period. Of 254 major industrial enterprises, 146 succeeded in 
fulfilling semiannual production plans. [Shenyang Liaoning Provincial Service 
in Mandarin 2200 GMT 15 Jul 81] 


HETLONGJIANG TOWNS--Songhuajiang Prefecture, Heilongjiang Province, has vigoriously 
developed small towns in the past 2 years. The industrial output value of the 
prefecture's 24 small towns reached 82.43 million yuan in 1980, a 125 percent 
increase over that in 1975. There were 1,277 trade wnits and enterprises run by 
collectives and 1,375 run by individuals. Houses with 599,000 square meters of 
floor space were completed for 5,205 houseless families and 6,198 families who 
previously lived in crowded houses. Eight towns installed tap water facilities 

in 1980. [SK192252 Harbin Heilongjiang Provincial Service in Mandariu 1100 GMT 

18 Jul 81) 














CONSTRUCT LON 


URUMQI URBAN CONSTRUCTION--Since the third plenary session, urban construction 

has developed speedily in Urumgi. According to the statistics of departments 
concerned, the average per capita residential area is 4.18 square meters. There 
are 28 bus routes with a total length of 500 14. There are two waterworks in 

the municipality. Mereover, gardens have been built and trees have been planted 
along the roads. [Urumqi Xinjiang Regional Service in Mandarin 1650 G¥T 27 Jun 81) 
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26 


OO SEESS=S~SCSCSCSC“C ———— 








POREIGN TRADE 


DIFFERENT VIEWS ON SPECIAL ECONOMIC ZONES 

Economist's Views 
HK180727 Shanghai SHIJIE JINGJI DAOBAO in Chinese No 37, 15 Jun 81 p 3 
[Article by Xu Dixin [6079 3321 2450]: "Views on Special Economic Zones" ] 


[Text] In accordance with the decision of the Central Committee, special economic 
zones have already been established in Shenzhen, Zhuhai and Xiamen in Guangdong 
and Fujian. As there may still be different views on the special economic zones, 
I am going to give some of my opinions here. (31 May 1981) 


The Nature of the Economy in the Special Economic Zones 


Special economic zones (under various names such as free trade zones, processing 
zones for export or free customs zones) have long been set up in quite a few 
countries in the world (including developed and developing countries). There is 
no problem in terms of social system for capitalist countries to set up special 
economic zones, because the social system there is capitalist itself, and the 
characteristics of the special economic zones lie in providing better conditions 
for developing capitalism. That is to say that thei- country and the special 
economic zones set up there coincide in social system--they are both for developing 
capitalism. Of course, we should not say that there are no problems for the 
setting up of special econowic zones in capitalist countries. There are worries 
that the special zones in developing countries may become a new type of colonial 


economy . 


Ours is a socialist country. The setting up of special economic zones where 
permission is given to foreign capital to do business will inevitably arouse 
doubts in people's minds. They will ask why should we provide areas for foreign 
capital to do business, since back in 1952 we already mainly wiped out the foreign 
capital that had long been running business in China. They will ask why should 

we allow foreign capital to run business in China to take the place of the national 
capitalist industry and commerce we wiped out during the three upsurges of trans- 
formation in our country in 1956. Some people will perhaps ask why should we 
designate a few areas for foreign capital to run business, since we have long taken 
back the concessions in China. Are they not a revival of the old concessions in 
China? 
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With Our National Sovereignty as Prerequisite and With the Ruling Power Completely 
in Our Handa 


In my opinion there are no grounds for these doubte. 


1. After the opium war, especially after the Sino-Japanese war of 1894-1895, 
foreign capital poured into our country, But the prerequisite of this was the 
“unequal treaties" imposed upon China by imperialist powers through their gunboat 
policy, and it was done at the expense of our national sovereignty. After the 
Chinese people have overthrown the three great mountains and became the masters 

of their country, they certainly will not allow this situation to remain unchanged. 
On the contrary, the prerequisite under which we permit foreign capital to run 
business in China now is not “unequal treaties” but our national sovereignty. 

2. The special zones are not the revival of concessions, because the ruling pover 
there is completely in the hands of China instead of in the hands of foreigners. 
Both the joint venture enterprises of Chinese and foreign capital and the enter- 
prises run solely by foreign or overseas Chinese capital must observe the laws and 
decrees of the Chinese Government, pay business tax and income tax to the special 
zones in accordance with the regulations, and observe the labour law of our country. 


Setting Up of Lines of Demarcation is for the Purpose of Strengthening Management 


Some people worry that the establishment of special zones is the retrogression of 
our “border line." Because lines of demarcation are to be set up between the 
special zones and the other parte of the country. One of the important measures 

in establishing the special zones and strengthening their management is to set up 
the demarcation lines. Why whould we establish special zones, if the demarcation 
lines are abolished and they are not separated from the interior (the non-special 
zones) of our country? Moreover, if the demarcation lines are abolished, foreign 
capital will be moving about everywhere without restriction and run rampant. 

There are no legal grounds for regarding the “demarcation lines" as “border lines." 
Since we exercise our national sovereignty in the special zones, the outer line 
separating them from other countries is still the border of our country (the actual 
border line is on the Kisha and the Nansha islands). That is to say, the establish- 
ment of the special zones will not make the border line of our country retrogress. 





National Capitalism in the Main--It Is In a Sense a Kind of Redemption Policy to 
Let Foreign and Overseas Chinese Capital Make Profit 


What is the nature of the economy in the special zones? This is a question every- 
one concerns himself with. According to the present situation there, there is some 
socialist state-run and collective economy es well as individual economy, but the 
greater proportion is national capitalist economy, namely, the foreign and over- 
seas Chinece capital cooperating with our country. The processing of goods for 
foreign customers, compensation trade and joint ventures with or without joint 
capital at present are all national capitalist economy. From an isolated point of 
view the enterprises run solely by foreign or overseas Chinese capital are capitalist 
ones. But these enterprises should not be viewed in isolation, because their 
activities are under the management and restriction of the government of the special 
zones. This is why they also have the nature of national capitalism. As Lenin 











clearly pointed out, “national capitaliem is capitaliam whose activities we can 
restrict and limit." This theoretically solves for ua the problem of the nature 
of the enterprises solely owned by external capital. This proves that the economy 
of the special zones is national capitalieat in nature. In this respect, some 
people may worry about the exploitation of the surplus value of laborers by 
capitalists. We should admit that exploitation does exiat in both the enterprises 
owned jointly by foreign and Chinese capital and in those owned solely by foreign 
or overseas Chinese capital. We are not materialists, if we deny this. The laws 
of our country provide that any enterprises owned jointly by foreign and Chinese 
capital or owned solely by foreign or overseas Chinese capital may send their 
share after-tax profit abroad, subject to our permission. These profits, whether 
sent abroad or retained in the special zones as reinvestment obviously are a form 
of the phenomena of the surplus value of labor exploited by capital too. It is, 
in a sense, a kind of redemption policy to let foreign and overseas Chinese capital 
make profit. During the early post-liberation period, the party and state adopted 
the redemption policy to get the cooperation of the national bourgeoisie; now we 
are adopting it again to get the cooperation of foreign and overseas capital. 

This is necessary for the development of the economy of the special zones. 


The Characteristicse--Regulation by Market Mechanism Supplemented by kKegulation by 
Planning Mechanism 


One of the characteristics of the economy of a special zone is that it is open 

to the world. Take Shenzhen and Zhuhai for example, their economic relations with 
Hong Kong and Macao are much closer than those of the inner parts of our country. 
This makes it possible that the role of regulation by market mechanism there will 
link with and exert mutual influence on the fluctuation of the market in Hong Kong 
and Macao. Inside the special zones themselves, we cannot say that regulation by 
state planning does not exist or plays no part at all. But if the scope of the 
regulation by planning mechanism is over-extended or even comes to dominate the 
economy there, it will do harm to attracting foreign capital and to the development 
of the economy of the special zones. Facts will prove that it is imperative for 
the development of the economy of the special zones to carry out the policy of 
letting regulation by market mechanism play the main role and letting regulation 
by planning play a supplementary role. This isnecessary. Moreover it is inevitable. 
Since the special zones must be open to the world and since they should have close 
economic relations with Hong Kong and Macao, it would be unrealistic to deny the 
importance the role of regulation by market mechanism. 


The special economic zones in Guangdong and Fujian were established not long ago. 
Their roles have not yet been brought into full play. However, the present situa- 
ticn there has itself already attracted people's attention to their roles. 


First, the special zones can be used as a bridge to attract foreign capital into 
our country and to import advanced techniques and equipment. They can also be 
used as schools for training personnel to master advanced techniques. For modern 
technique and scientific management and administration can be learned from produc- 
tion or from marketing in the joint venture enterprises there. 


Second, to develop our national economy and to promote the advance of production 
and administration and management in our enterprises, we should promote competition 
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between areas, between trades and within trades. In the development of the economy 
in the special zones and in their competition with Hong Kong and Macao, we can 
learn how to win the competition in the course of regulation by market mechaniem 
and in the course of improving quality manufacturing new products and cutting costes. 





Third, through developing the economy in the special zones, we can attract foreign 
exchange in great amounie. Furthermore, through them we can further tranefer part 
of the foreign capital and technical equipment to relevant areas in other parte of 
our country and establish new enterprises there. 


Fourth, we can make experiments there for the reform of our economic system, and 
regard them as a school for learning the law of value and regulation by market 
mechaniam, 


Fifth, the development of the special stones can provide employment for some youths, 
awaiting employment. 


There are worries that the development of the special zones will shake the economic 
foundation of our socialist system. Facts will prove that the introduction of 
foreign capital, techniques and equipment, the training of technical, management 
and administrative personnel, and the earning of huge amount of foreign currency 

to found our socialist construction through the development of the special zones 
will all greatly facilitate the socialist modernization of our country. Therefore, 
we are confident to say that through the development of the economy of the special 
zones we can use foreign, overseas Chinese and national capitalism to serve the 
development of the socialist economy of China, and also that the construction in 
the special zones may possibly become a special supplement to the development of 

our socialist national economy. And in the general proportion, the total of all 
the economy in the special zones represents only a very small proportion of our 
whole national economy, while the socialist economy still has absolute predominance. 
This proves once more the economy of the special zones can only be a special 
supplement to the development of our socialist national economy. These things 

all show that there are no grounds at all for the allegation that the development 
of the special zones will shake the economic foundation of the socialist system. 


By the way, I am going to mention a few concrete questions. 


(1) For the development of the special economic zones, it is necessary to further 
emancipate our minds so that the “speciality” of the special zones can be shown 
more clearly in our various economic policies. In more concrete terms, there 
should be differences from the interior in, among other things, the degree of 
opening up to the world, preferential tax rate and the remittance of a portion of 
the profit. These "differences" are conducive, not harmful, to our socialist 
economy. If there are no “specialities” in the special zones, and if we make no 
differences between them and the interior, the special economic zones will be 
nothing but empty names. Why should we waste our time in setting them up? 


(2) In essence, our purpose in developing the special economic zones is to 
attract foreign capital and make it serve the socialist modernization of our 
country. As a result, there will inevitably be changes in the way of life of the 
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people there. Capitallat tdeology will certainly be growing. This requires us 

to pay attention not only to the development of the construction of the special 
areas but also to the ideological education of the people there, Of course educa- 
tion and training 1) aclence and technology cannot be neglected either. 


(3) The currency problem in the special zones. The renminbi is the representative 
currency of the PRC, but from the angle of the special zones it is worth considering 
whether a special currency should be tasued to be circulated in the special zones 
only. This is a very complicated problem (for inatance what currency should the 
special currency be related to?) in which we should be very careful. As to the 
direct use of foreign currencies (foreign exchange certificates) within subscribed 
limits and in shops and units where permission for their use has been given, it 

has long been in practice in Beijing, and this is no problem. 


(4) Without the support and assistance of the interior, the special economic 
zones cannot make a single step forward. Only with the cooperation of the interior 
can the special zones get the material they need and have a say when contacting 
Hong Kong and Macao. Of course, such cooperation is mutually beneficial, and it 
will not be successful unless the special zones can make and supply more and more 
commodities the interior needs. It must also be stressed here that such coopera- 
tion must be carried out in a planned way, or in more or less a planned way. It 
was said that at one time many provinces and municipalities rushed to purchase 
Chinese angelica and vied with one another to lower the price of it in Hong Kong. 
The result was that our country suffered losses while the merchants there gained 
extra profits. We should avoid a repetition of such incidents by every possible 
means in the special zones. 


(5) Another problem is the efficiency of our work. We are described behind our 
back as inefficient and sluggish in our work. We can hardly deny it. To develop 
the special zones well, it is imperative to raise the efficiency of our work. 


(6) The work on environmental sanitation is also a must in the special zones. 
If flies are buzzing everywhere in the special zones, if attention is not paid 
to install sanitary equipment in the houses there, and if care is not taken to 
clean them when they are installed, great harm will be done to the development 
of the economy of the special zones. 


There are other problems on how to develop the special zones well, which are not 
mentioned here. 


"RENMIN RIBAO'? Views 
HK210734 Beijing RENMIN RIBAO in Chinese 15 Jul 81 p 2 
[Newsletter by our reporters Ji Honggeng [6060 3126 6342] and Li Zhaofen [2621 
5128 5358]: “Make the Best of Their ‘Special Points'--Commenting on the Work Done 


in China's Four Special Economic Zones Over the Past Year and Future Prospects" ] 


-{Text] It is over 1 year since special economic zones were set up in Shenzhen, 
Zhuhai and Shantou of Guangdong and Xiamen of Fujian. These four areas are equipped 
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with the superior features of developing economic trade with foreign countries. 
Shenzhen and Zhuhai both border on Hong Kong and represent the southern gate of 

the motherland. Shantou has traditionally been a trade port well known for its 
production of drawn werk, photographic paper, roll film, light industrial products 
and instruments and meters. Xiamen has a fine natural harbor and is a scenic 
city--a port of Fujian through which countrymen living abroad come and go. Hong 
Kong and Macao compatriots, overseas Chinese and foreign businessmen have tradi- 
tionally made their way in and out of these four areas and are emotionally attached 
to them. The establishment of special zones has brought vitality and a new scene 
to these areas. Up to the end of May this year, the special zone of Shenzhen con- 
cluded 675 contracts, investments from overseas Chinese and foreigners amounting 

to over 2.2 billion Hong Kong dollars. The Shekou industrial area in the zone has 
established 13 joint and independent enterprises, two of them having officially 
gone into production. Apart from businessmen from Hong Kong and Macao, traveling 
traders from Japan, the United States, West Germany, Britain, the Philippines, 
Singapore, New Zealand and other countries have also come enthusiastically to visit 
the special zones and to negotiate business. Some of those once desolate areas or 
beaches are now busy with capital construction projects setting up publ’~ facilities. 
Some are making surveys and working out designs. Some are witnessing the appearance 
of one new building after another 





Why should we set up economic zones? A meeting recently held in Beijing made a 
summing-up and exploration in regard to both theory and practice. Before the 
meeting, some well-known economic theory workers and the comrades of some depart- 
ments in charge went respectively to special zones to make a survey. At the meeting, 
they all aired their views and compared notes. Such a way of calling a meeting--a 
way that combines theory with practice and specialists with actual workers--is in 
itself something quite "special." 


Special zones in our country are still in their initial stage but have a very long 
history in the world. At present, 75 countries have set up over 350 special zones 
of different types under different names. Yugoslavia and Rumania have successively 
established tariff-free areas and free ports. Special zones of various types 
generally involve the designation of given zones, such as a seaport, an airport, 

an inland port or an area near a port of entry, for the introduction of special] 
preferential economic policies. The aim is to expand foreign trade, use foreign 
capital and introduce technology to enliven the country's economy. Apart from 
seeking the aforementioned economic results, our special zones are of particularly 
deep significance. By using the smal! area of a special zone, we want to learn 
how to gear our programs to objective economic laws, to acquire scientific knowledge 
and technology in modern economic management and to learn how to mix better with 
foreign investors and compete with foreign capital. We want to draw on the experi- 
ences of special zones in training personnel needed in the four modernizations 
effort. 


The establishment of special economic zones is an important part of the Guangdong 
and Fujian provinces’ effort to introduce special policies and flexible measures. 
Compared to the other provinces of our country, Guangdong and Fujian are relatively 
open to forcign countries. The special zones in the two provinces are all the more 
open. In particular preferential treatment is accorded and more flexible measures 
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are adopted in attracting foreign investments. Some people call the zones "special 
of the special.” As far as existing programs are concerned, the four special 
economic zones represent respectively only a part of the various cities. For 
example, the Shenzhen special zone has an area of 327.5 square kilometers, repre- 
senting about one-sixth of the area of the whole city. Where joint or independent 
enterprises are set up in special zones, our side generally provides land, the 
service of leveling the ground and such basic facilities as piped water, electricity, 
access roads, communications and traffic. More favorable conditions are accorded 
to Hong Kong and Macao traders, and overseas Chinese and foreign businessmen who 
cooperate with us. Special and nonspecial zones will be separated and demarcation 
lines drawn. Once a demarcation line is drawn and effective control is exercised, 
goods transported from an inland area to the special zone will be treated the same 
as exports. The means of production and means of subsistence that must be imported 
from abroad or from Hong Kong and Macao, subject to approval by the special zone 
concerned, should be exempted from tariffs, except for a small number of things, 
including tobacco, wine, and so forth. But those tax-free imports must be confined 
to use within the scope of a special zone. Goods and materials transported from 
special zones to inland areas must be subjected to import taxes. Product. for 
export from special zones are all exempted from tariffs. 


Now, people generally do not worry much about using foreign capital and advanced 
foreign technology to serve our modernization effort. But some people cannot help 
having worries about the special zone's more daring and more liberal way of using 
overseas Chinese and foreign capital. True, Hong Kong and Macao capital, overseas 
Chinese capital and foreign capital must be allowed to place a more active role 

in special zones. As an economic component of state capitalism, joint Chinese- 
foreign enterprises will inevitably represent a relatively large proportion, and 
there will even be independent enterprises. But this is no cause for alarm. After 
the October Revolution, Lenin, with the then backward economic and technical condi- 
tions of the Soviet Union in rind, called for attracting and using foreign capital 
and practicing state ‘apitalism, in order to rejuvenate the industry. Lenin said: 
"State capitalism is capitalism that we can bring within limits, and it is subject 
to a given scope of activities." Lenin's revolutionary theory and revolutionary 
guts still carry profound guiding significance and play an exemplary role for us 

in our four modernizations effort today. An economic theorist said: The economic 
state of various societies in human history cannot possibly be 100 percent pure. 

Is it not true that up to now the king is allowed to exist in certain develoved 
capitalist countries? The system of ownership of the socialist society also cannot 
possibly be fixed. Today our proletarian dictatorship has become more consolidated 
and the socialist economy more powerful. To adopt certain nonsocialist ingredients 
as s'ipplements is necessary. This cannot basically change the socialist nature 

of our economy. In special economic zones, enterprises of varicus types must 

obey the decrees and stipulations of the Chinese Government. Under the principle 
of equality and mutual benefit, the two parties to a contact must act strictly 
according to its terms and conditions. 


Since special zones have been set up, we must concentrate on their proper manage- 
ment. We must start with the formulation of proper construction blueprints. In 
building special economic zones, we must take regional factors into consideration, 
pay attention to actual results and vary our emphasis on development. Taking 
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local conditions into consideration and their given superior features, Shenzhen 

and Zhuhai, Beijing next to Hong Kong and Macao, are suited for development as 
comprehensive special zones, with attention to industry, commerce, agriculture, 
stock breeding, housing, tourism, services trade, and so forth. Xiamen and 
Shantou serve well as special zones, concentrating chiefly on export processing 
industries and at the same time engaging in tourism, construction and other trades. 
Those enterprises existing outside special zones must also make full use of over- 
seas Chinese and foreign capital to trausform themselves. So long as the require- 
ments are met and products are chiefly intended for export, the preferential treat- 
ment accorded to special zones may also be enjoyed by them. The four special 
economic zones must make overall plans for social and economic development, 
covering urbanestruction, ideological education, cultural and educational under- 
takings, daily necessities, welfare, social pe’ce and order, and so forth and 
strive for a steady and healt*v development. 





We must pay proper attention to what the word "special" stands for. China's 
special economic zones should have their own special fcatures. They must not only 
draw on the experiences of various parts of the world in running special economic 
zones but also refrain from copying things in their entirety. The general principle 
is that on the international front, we should make foreign investors feel that with 
their money invested here, they can make profits, enjoy greater security and better 
prospects for development, and conveniently come and go. This means offering 

great attractions to foreign investors. On the domestic front, we must enable 
special zones to quickly present a real picture of economic modernization, so that 
they can provide useful experiences for various parts of the country. Close atten- 
tion must be paid to management work and every care must be taken to avoid chaos 
where "special" measures are taken. To this end, we must, with the authorization 
of the NPC Standing Committee, formulate various special regulations governing 
customs control, simplified procedures for entering and leaving the country, income 
revenue from special zones, land control, registration and management of enter- 
prises, labor management, and so forth. [In this way, we can have regulations as 

a guide and laws as a basis and observe laws as they exist and be punished when 

we disobey them. 


The special zone is a new thing and a new world. In various fields of endeavor, 

we must thoroughly uphold the spirit of emancipating the mind, dar.og to create 

the new, breaking with conventions and seeking truth from facts. In using foreign 
capital and introducing technology and promoting economic exchanges with foreign 
countries, special zones must create new experiences. They must dare to make a 
relatively thorough reform, where the economic management system, the orgunization, 
the selection of technical personnel and the work style are concerned. The organi- 
zation must follow a simplified and tlexible pattern. Technical personnel must 

be intelligent and capable. The work efficiency must be high. Some areas set 

up at the very start several dozen organs at higher and lower levels, each mitched 
with another. Such a practice must be done away with. We must guard against 
bureaucratism and the practice of letting things slide. As far as personnel 
matters are concerned, a leading comrade at the provincial level aptly said: The 
special zone cannot accept any of those cadres who follow an unhealthy ideological 
style, who are not professionally proficient, who do not rack their brains, who 
want to lord it over others and who seek to serve their own ends. 
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Since the special economic gone ia in the forward position it must strengthen 
ideological and political work, conduct education on the four basic principles 
in 4 clear-cut manner, wage 4 sustained anticorruption etruggle, resiat the infil 
tration of bOourgeeia ideas, vigorousiy etrike at the Gisrupttve activities af 
the clase enemy and auch illegal practices aa emuggeiing, tax evasion, collusion 
between people trom within and without, corruption, bribery, and eo forth, 
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FOREIGN TRADE 





GANSU CURRENCY WITHDRAWAL-=By the end of June, Lanzhou Municipality, Gansu Province, 
had withdrawn 16,7 million yuan from circulation, almost doubling the figure of the 
corresponding 1980 period. It thus overfulfilled ite semiannual plan by 95 percent. 
The municipality also scored achievements in encouraging urban people to join the 
savings campaign. The firat 6—month saving deposite came to 241 million yuau, 
surpassing that of the corresponding 1980 period by 12 percent. Meanwhile, the 
municipality curtailed i*s investment in capital construction in the 6 months from 
15 percent in 1980 to 8 percent in 1981. [8K100635 Lanzhou Ganeu Provincial 

Service in Maadarin 1125 GwMT 9 Jui 61) 


JILIN EXPORTS-- Jilin Province has added 80 new export products this year. By the 
end of June, the province had exported 50 million yuan of these products. 
[SK142237 Changchun Jilin Provincial Service in Mandarin 1100 GMT 13 Jul 61) 


CINGHAL EXPORT COMMODITIES--By the end of June, Qinghai Province fulfilled its 
annual exoort commodities procurement plan by 53.44 percent. These exported 
commodities consist of 29 varieties of products and are worth some $8 million. 
Meanwhile, the province imported commodities worth $2.5 million in the same 
period. The province fulfilled its annual export broad bean procurement plan in 
the first 6 months of 1981. [SK161302 Kining Qinghai Provincial Service in 
Mandarin 2330 GMT 14 Jul 81) 


HELLONGJLANG EXPORT COMMODITLES--The Harbin export commodities fair, the first of 
ite kind in Heilongjiang Province, lasted for 15 days and closed on 15 July. 

During the fair some 400 traders from Japan, Thailand, Singapore and other countries 
visited to hold trade talks and the total volume of trade reached $30 million. 
[Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 15 Jul 61) 


FUJLAN WELCOMES FOREIGN INVESTMENT--In his speech delivered at the Fujian Provincial 
Party School on 16 July, a responsible comrade of the Provincial CCP Committee 
called for further expansion of the province's external economic activities. The 
responsible comrade said that to accelerate the province's industrialization, it is 
necessary to sign contracts with foreign countries on some major industries in the 
future. He also stressed the need to give more incentives to foreign firms and 
overseas Chinese businessmen in terms of joint ventures and other economic forms 

in order to lure more foreign capital and technology into the province. [Fuzhou 
Fujian Provincial Service in Mandarin 1120 GMT 17 Jul 81) 
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TRANSPORTATION 


BRIEFS 


JILIN HIGHWAY=-A 13/=mile highway connecting Changbai Korean Autonomous County 
and Fusong County has been completed. it opened 15 July. The Changsong highway 
starte from the Changbai County seat and ende at the (Songjianghe) railway etation 
in Fusong County. [8K290214 Changchun Jilin Provincial Service in Mandarin 1100 
GuT 19 Jul 61) 
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PRC SHENZHEN SPECIAL ZONE BOUNDARIES DEFINED 
HK180652 Hong Kong WEN WEI PO in Chinese 11 Jul 81 pp 1, 2 


[Dispatch from Shenzhen by WEN WEI PO correspondent Kung Yu: “Interview With a 
Responsible Person of Shenzhen: Special Zone Boundaries Now Defined, With Customs 
Houses Set Up on the Second Front") 


[Text] The conference on special economic zones in Guangdong and Fujian closed 
in Beijing last month. What new plane will there be for the Shenzhen special 
zone, which is actually Linked with Hong Kong by a bridge? What measures will be 
implemented in a short time? How would Shenzhen define ite “second front,” which 
divides the nonspecial zone from the special zone? Is the Shenzhen special zone 
a key especial zone of the country? What about the labor wages law and the land 
prices? WEN WEI PO correspondent interviewed a responsible person concerned of 
the Shenzhen special zone. Here is the interview with the responsible person of 
the zone: 


[Question] After the State Council conference on special zones, what changes will 
take place in the Shenzhen special sone? What new measures have been drawn up? 


[Anewer|] Shenzhen has a relatively poor basis, and the conditions are not at all 
complete in all respects. It is therefore impossible to say that all the problems 
could be solved just by one conference. At present, it is still necessary to do a 
lot of work with the coordination of both internal and the external forces. To 
implement the principle of the Beijing conference and do a good job of developing 
the special zone, we must adopt some interim measures and formulate some soundly- 
based and practical methods. These measures and methods are currently under 
discussion. Nonetheless, the conference also formulated and put forth some specific 
measures and questions: 


1. The boundary relations between the special zone and the nonspecial zone. A 
“second front” will be set up from Beizaijiao in Dapeng Bay in the east along the 
mountain range behind it to Nantou and Shekow in the west. (It is in fact the 
boundary line between the special and nonspecial zones. The first front comprises 
Luohu and Wenjindu, the entry points for people from Hong Kong.) With the estab- 
lishment of the “second front" between the special and nonspecial zones, inspection 
posts and customs houses will be set up on the six highways leading from Shenzhen 
to Guangzhou, Buji and Huiyang. To relax the restrictions on imported articles on 
the “first front,” restrictions must be tightened up on the “second front.” Thus, 
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the authorities are preparing to appropriate more funds and assign more personnel 
for the special sone, At present, the departments concerned are speeding up 
planning and preparationa for the work, 


2. Bight separate laws and regulations have been collated and stipulated for 
special sones, They include laws and regulations on the supervision and contro! 
of custome in the special sones, the entry and exit of personnel, wages, taxation, 
industrial and commercial registration, foreign exchange control, the management 
of land and the management of commodities. 


[Question] What ia the substance of the law on the supervision and control of 
customs in the special zones? 


|Anewer] As soon a8 restrictions on the “second front" are tightened up: 1) all 
imported means of production will be exempt from import duties, general means of 
livelihood will be exempted from import duties, while duties will be levied on 
tobacco and wine based on half of the minimum tax rates; and 2) apart from a emall 
number of articles on which duties will be levied according to import tariffe, all 
other articles will be exempt from taxation. For example, refrigerators, air 
conditioners and other electrical appliances used witht: the special zones should 
be exempted from import duties, 


Question! What are the specific regulations of the law on "the entry and exit 
of personnel" among the eight separate laws and regulations? 


[Anewer] For the convenient flow of personnel, the entry and exit procedures in 
the special zones will be further simplified. 1) Foreigners and overseas Chinese 
may fill in visa application forms issued by the foreign representative organs 
authorized by the public security organs and hand them in together with their 
passports to the visa organs through those representative organs. Visas will be 
iseved in 24 hours and the border defense inspection post will let them pass when 
their visas are checked. For foreigners and overseas Chinese who invest in the 
special zones to build plants and run various business enterprises and who need to 
enter and exit many times, multiple-use visas valid for 1 month to 1 year may be 
issued. Those who urgently need to enter the special zones and yet could not 
complete their visa application procedures according to the above-mentioned regu- 
lations for special reasons, may approach the trading ports directly and complete 
their entry procedures. They should fill in and hand in their entry application 
forme together with the invitation letters signed by the responsible persons of 

the inviting units, and the visa organs will issue them provisional visas. 2) Hong 
Kong and Macao compatriots may pass with their entry permits and supplementary 
pages checked. For those Hong Kong and Macao compatriots who make investments in 
the special zones to build plants and run various business enterprises and who need 
to make frequent trips of more than 1 month, additional endorsements may be made 

on their entry permits by the special zone public security bureaus when testimonials 
issued by the special zones are produced. The additional endorsements will be 
valid for not more than 1 year. 3) Foreigners who make direct applications to 
enter the special zones from foreign countries or other areas (excluding Hong Kong 
an’ Macao) must produce the visas issued by China's foreign visa organs. They can 
pass when their visas are checked by the border inspection posts. 4) For those 
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liong Kong and Macao compatriots, overseas Chinese and foreigners who have purchased 
residential flate or live regularly in the special sone, and who have resided there 
for more than 6 months but leas than | year, the especial sone public security 
bureaus will teaue provisional residential permite. Those who have resided for 
more than | year will be tesued residential permite. The people in this category 
may obtain multiple-use entry and exit permite from the visa organs when they 
produce their provistonal residential permite or residential permits, With the 
development of the special sones, we are considering opening some more porte. 
However, this te something which Shengshen cannot unilaterally decide, 


[Question] What about the law concerning the management of wages in the special 
zones? 


|Anewer] The management of wages ie basically divided into two aspects: 1) all 
workers are recruited based on a contract system for the enterprises in the especial 
zones; and the investors may freely recruit workers, or put them on probation or 
even separate and dismiss them; and 2) a specific standard is set for minimum 

wage rate (180 yuan per month, which is around HK§600). In addition, there are 
also the basic and floating wage rates. The proportion of floating wages may 
actually be larger and the investors may reward the diligent workers and punish 

the lazy ones. The aim of this is to eliminate the currently existing ideas of 
“eating from the same pot" and the “iron rice bowl.” Only in this way is it possi- 
ble to make « concerted effort with the investors and do a good job of running 

the enterprises, as well as to allow the investors to make full use of talented 
people. The departments concerned will not bother about the amounts of bonuses 

the investors give the workers. At present, some individual plants are trying 

out the method. Once specific experience is obtained, it will be popularized. 


[Question] What is the substance of the “land management lav," which the investors 
are very concerned about? 


[Answer] The people's governments of the special zones will collate and stipulate 
the land prices with reference to the different trades and different sectors in 

the areas. For example, the annual land price for factory premises ranges from 
HKS20 to HKS60 per square meter. However, it will be revised every 3 years and 
the rate of increase will not exceed WO percent. We have recently allocated land 
to a foreign electronics plant, and the land price is about HK$20 per square meter. 


[Question] Apart from the eight separate laws and regulations for the Shenzhen 
special zone, what other laws and regulations does the special zone plan to collate 
and stipulate? 


|Anewer] At present, we are organizing forces and preparing to draw up other laws 
and regulations such as company law and trade mark registration lav. The problem 
of investors’ worry that they have no laws and regulations to follow will then 

be basically solved. 


[Question] Many businessmen who hold business talks in China have said that the 
organs in China are often duplicated and that there are too many levels of adminis- 
trative structure. What wise policy does the special zone have to deal with this 
problem? 
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lAnawer] We are now formulating plana to “change” the management syatem of the 
apecial gone, They include reducing the number of organs, training cadres, improving 
work efficiency of the apecial sone on the basis of the comprehensive authority 
granted by the central authorities, and reducing the levels of administrative 
atructure, In future, all toreign economic work (which includes business dealings 
with foreign businessmen) will be arranged and taken care of in a unified manner 

by the special sone development corporation, The new building of the corporation 

is situated in Xinyuan, and interior decoration is now under way. 


[Question] When businessmen make tnveatmentea in Shenzhen to build planta, ia it 
poseible for them to solve locally the problem regarding the recruitment of tech- 
niciane they seed? This is a queation which investors are quite concerned about. 


|Anewer| The Shenzhen special gone ie not just a component part of the Guangdong 
apecial zone, it te al*o a special sone for the whole country. No matter what 
kind of talented people the investors need, they can be transferred from all large 
enterprises throughout the country. With the whole country as the backup force, 
it ia simple unnecessary to worry about any shortage in personnel. Therefore, 

the Shenzhen special zone is able to create conditions for travelling businesemen 
in the supply of workers and technicians. 


[Question] it has been said that after the Beljing conference, the limite of the 
Shenzhen special zone have been extended. Ie it true? 


[Anewer] The area of the Shenzhen special zone is still 327.5 square kilometers, 
of which about 98 square kilometers of land can be developed. 
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